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RURAL HOUSING LOAN FUND  
INTRODUCTION 
The Rural Housing Loan Fund (RHLF) programme was launched in 1996 with the objective 
of ‘improving the housing situation of targeted rural households by facilitating their access to 
housing loans through supporting and providing wholesale finance to appropriate financial 
intermediaries.’ The main assumption underlying the Fund’s inception was the existence of 
an effective demand among rural households for home improvement loans. According to the 
Strauss Commission the rural demand for credit was, at that time, not being met because of 
non-existent or limited access to appropriate financial arrangements aimed at low income 
rural earners.  
 
Using the document ‘Re-assessing RHLF’s target market: Strategic implications’ as a base, 
this report re-assesses the size and nature of the Fund’s target market and examines the key 
factors which influence the extent of this market.  The details of the sources used are 
contained in an appendix. 
DEFINITION OF THE TARGET MARKET 
The existing definition of the fund’s target market is based on two indicators – the type of 
area (the focus is on rural areas) and income (those households with a monthly income 
between R 600 and R 3,500 per month).  However, there are a number of factors that 
complicate the process of accurately defining the target market, chief amongst which are 
definitions of ‘rural’ and ‘household’. 
Rural Areas 
The traditional characteristics of a ‘rural’ area include low population density and a general 
dependence by people on the utilisation of natural resources. However, South Africa contains 
a number of ‘rural’ areas that are essentially characterised as ‘urban without services’, that is, 
areas with high concentrations of people, whose economic base is some distant city and where 
there is little or no infrastructure. These areas are often described as ‘displaced urban’. There 
are also areas of relatively high population density that are mainly the result of large forced 
population movements during apartheid. These ex-‘homelands’ appear to have little economic 
base and most people are dependent on transfers, pensions and/or remittances for survival. 
The ‘rural’ element here mainly indicates the lack of economy and services.1 In addition many 
families have members in both urban and rural areas and are dependent on each other. The 
division between rural and urban areas is blurred because many ‘urban’ areas have 
characteristics of traditionally ‘rural’ areas and vice versa. 
 
                                                 
1 White Paper on Rural Development, 1996. 
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In 1996, the RHLF defined rural areas as: 
 Agricultural areas, especially small family-owned farms and smallholdings, and areas 
adjacent to commercial farms;  
 Villages on both communal and proclaimed land; 
 Dense settlements on communal land or small proclaimed towns with a total 
population up to 40 000 inhabitants; 
 New settlements created due to restitution and redistribution initiatives. 
 
Additionally, the RHLF considered providing wholesale loans to institutions making loans to 
households investing in eligible ‘grey areas’, such as outlying locations or dense settlements 
of more than 40,000 inhabitants, which display clear rural characteristics.  
 
Given the considerable confusion about which types of areas fall within a formal definition of 
rural areas and the existence of current RHLF clients in grey areas we suggest that, for 
practical purposes, the criteria defining rural areas be expanded to include areas which contain 
some combination of the following ‘rural-like’ characteristics: 
 
 Low levels of infrastructure; 
 Low levels of access to basic services; 
 High levels of unemployment and poverty; 
 Limited access to sources of finance; 
 High transport costs. 
‘Household’  
The official definition of a household is ‘a single person or a group of people who live 
together for at least four nights a week, who eat from the same pot and who share resources.’  
 
Number of households in SA 8.9 million 
Average household size 4.8 people 
Average gross monthly household income R2665 
Average gross monthly household income (African) R1466 
Median gross monthly household income R1226 
Table 1: Household statistics (Eskom: SA Focus) 
The RHLF uses a slightly different definition of a household, because it is concerned with 
situations where the formal breadwinner does not necessarily live with the rural household. In 
these cases, the end-user pays back a loan for a household that they do not live with. This is 
important for urban-based lending programmes in that loans made to urban end-users may be 
used for expenditure or investment in a rural base.  
 
A working definition that is more useful for the purposes of the RHLF is the following:  
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A household is a group of people who live together for at least four nights a week, but which 
can include wage earners who may live away from the rural homestead, but who contribute to 
that household in some financial way. 
Income 
In the 1996 RHLF target market triangle households earning below R 400 per month and 
above R 3,000 per month were excluded from the primary target market. It was assumed that 
households earning under R 400 per month could not afford the repayments on a loan. In 
addition, households earning above R 3,000 per month were deemed to be above the targeted 
income levels for the RHLF (i.e. 1.6 times the national minimum living level). Due to 
inflationary increases in the cost of living, a new proposed minimum and maximum cut off 
level has been proposed and currently households qualify for RHLF-based loans if the 
household income falls between R 600 and R 3,500 per month.  
Conclusion 
In 1996 the RHLF’s potential target market was estimated at 2.5 million households 
(approximately 29% of the South African population).
2
  However, given the tenuous nature of 
the definitions employed in constructing this estimate, the accuracy and practical value of this 
estimate is disputable.  In the first instance, the looser definition of rural areas would 
substantially increase the number of households available for RHLF assistance.  Secondly, 
there are a number of factors that determine whether households satisfying the immediate 
technical qualifications would require or be able to service such a loan.  We discuss some of 
these factors in the next section of this paper. 
 
It is crucial to bear in mind that, within the technical specifications, the ‘target market’ is not 
a homogenous group, but is segmented and has different needs and priorities.  Some of these 
variances arise from substantial differences in income, access to services, needs and priorities, 
stage in family life cycle and living situation.  For example, there would be substantial 
differences in the need for housing finance between households who own their house and 
those who are renting or leasing as well as between households in informal settlements, RDP-
developments and those on tribal land or farms.  The RHLF needs to develop an approach to 
funding that recognises these differences, and is able to subdivide the market to target those 
households or communities that both require and are able to service short-term loans. 
                                                 
2 Data from the HSRC and Statistics South Africa indicates that approximately 50% of households in rural areas (using the 
standard definitions) fall within these limits. 
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FACTORS INFLUENCING THE SIZE OF THE TARGET MARKET 
There are a number of factors that determine whether households will want and be able to 
service a loan from a RHLF service provider, i.e. whether a household falls within the Fund’s 
target market.  We have divided the range of factors into two groups – those operating at the 
household or individual level and those that are operating at a macro level.  The factors are 
listed below: 
Individual or household factors 
1. Income and expenditure patterns and the vulnerability of households. 
2. Household priorities when allocating disposable income. 
3. Attitudes to finance and borrowing money and attitudes towards micro-lenders. 
4. Household migration patterns and future plans. 
External or macro factors 
5. Impact of HIV/AIDS. 
6. Urbanisation patterns. 
7. Employment patterns and the rise of the informal sector. 
8. The rate and scale of government housing and service provision. 
1. DISPOSABLE INCOME AND THE VULNERABILITY OF HOUSEHOLDS. 
The two key income-related factors that influence the ability of a household to obtain and 
service a loan are the level of disposable income and the stability of the sources of income.   
Disposable income  
We will, for this report, use the term disposable income to refer to the income that remains 
after a household has accounted for essential monthly expenses.  Essential expenses refer to 
those expenses about which a household has minimal or no choice, e.g. food, accommodation, 
basic services, school uniforms or fees, etc.  The money that remains after basic needs have 
been met is ‘disposable’ in that it can be spent on consumption items (e.g. household items, 
entertainment or recreation), invested (e.g. upgrading a house, invested into a business) or 
saved. 
 
Clearly a household with little or no disposable income will be unable to service a loan that is 
not used to generate income.  The table below displays the results of an analysis of household 
expenditure conducted for the MFRC. 
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Annual household income Basic Needs Other 
R 5000-10000 83% 17% 
R 10001-15000 79% 21% 
R 15001-20000 76% 24% 
R 20001-25000 73% 27% 
R 25001-30000 72% 28% 
R 30001-35000 70% 30% 
R 35001-40000 69% 31% 
Figure 1: Proportion of household income spent on basic needs, by income level
3
 
We note that the basic needs referred to in this study include expenditure on accommodation, 
food, clothing, furniture, medical care, transport and education.  Expenditure on household 
services and fuel is included in the ‘Other’ category.  We estimate that expenditure on 
household services and fuel account for between approximately 16%
4
 (at the lower income 
levels) and 10% (at the higher income levels) of total household expenditure.  It is thus 
unlikely that many households in the lower income brackets would be in a position to service 
a loan.  The MFRC report further argues that, where poor households incur debt, such debt is 
often used to smooth consumption rather than to acquire assets.
5
 
 
Further evidence is provided by the link between income and expenditure – for the poorest 
households (those earning between R 7,200 and R 10,000 per annum) expenditure exceeds 
total income by approximately 5%, while for the households earning between R 15,000 and 
R 40,000 per annum income only exceeds expenditure by approximately 3%.
6
  An analysis of 
the debt structure of households is also instructive – at the lower income levels three-quarters 
of the debt repayments are to retail or furniture stores and almost all the remainder is payment 
to family members.  However, further research is needed to characterise the types of 
households that incur debt, rather than the levels of debt incurred. 
 
The picture that emerges is one of a limited ability to service formal debt at lower income 
levels, and that debt acquired by such households is probably used to fund consumption 
expenditure.  This has important implications for the RHLF’s target market.  A simple 
enumeration of households falling within the required income categories vastly overstates the 
extent of the market.  For example, households with an income below R 20,000 per annum 
(approximately R 1,600 per month) are, for example, significantly less likely than wealthier 
                                                 
3 Micro Finance Regulatory Council (MFRC) (2001), Report on Impact of Credit and Indebtedness of Clients (Cape Town: 
ECI & DPRU), p. 18. 
4 Upgrading Gauteng’s Informal Settlements: Volume 4, pg. 17, 62, 106, 147.  The average household income in this study 
was approximately R 9,000 per annum. 
5 Micro Finance Regulatory Council (MFRC) (2001), Report on Impact of Credit and Indebtedness of Clients (Cape Town: 
ECI & DPRU), p. 4. 
6 Micro Finance Regulatory Council (MFRC) (2001), Report on Impact of Credit and Indebtedness of Clients (Cape Town: 
ECI & DPRU), p. 13. 
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households to have debt repayments linked to fixed assets (e.g. houses or cars), and it is 
unlikely that there will be a substantial target market for RHLF loans in these income 
brackets. 
Sources of income and vulnerability 
While income levels and employment patterns play a key role in determining the RHLF’s 
target market, the economic vulnerability of potential clients can have a significant impact on 
the size of this target market.  A household may fall within the qualifying income bracket but, 
due to the perceived instability of that income, may be averse to taking out a loan.  Although 
households that depend predominantly on government transfers are guaranteed a regular 
monthly income, this income-stream could end abruptly, for example if a pensioner passes 
away or a child grant recipient turns 7.  In addition, households that are completely dependent 
on a single breadwinner are more vulnerable than households that have more than one source 
of income. 
 
Again we need to make the distinction between households at different income levels.  The 
study on informal settlement upgrading in Gauteng
7
 shows that, between 1997 and 2001 there 
was a fall in the proportion of households whose major source of income is wages, and an 
increase in the proportion dependent on government grants and informal sector employment.  
A survey of Child Support Grant recipients conducted in 1999
8
 showed that 57% of the 
income of these households was derived from state transfers.  The informal settlements study 
also revealed that approximately 60% of the households in the study depended on one person 
for all of the household income. 
 
Additional evidence suggests that the majority of loans by micro-lenders are granted to 
individuals who are in some form of formal employment.  A study conducted among informal 
credit suppliers in the Pietersburg area found that three-quarters of loans were supplied to 
wage or salary earners.
9
  An analysis of loans granted by the National Housing Finance 
Corporation, cited in the MFRC report,
10
 found that 97% of rural beneficiaries were in some 
form of formal employment (and two-thirds of these were state employees). 
 
The extent of the market for RHLF finance needs to re-evaluated to take into account these 
observations.  Again, a simple enumeration of households falling within the target income 
levels will overestimate the size of the target market for RHLF loans. It is not sufficient to 
only examine income level. Sources of income and vulnerability of household income can 
have a significant impact not only on whether households want to borrow money, but also on 
the likelihood that they will be able to repay the loan. 
                                                 
7 Upgrading Gauteng’s Informal Settlements: Volume 4. 
8 Phasing in the Child Support Grant – A social impact study, 1999.  Only households with and income of less than R 1,100 
per month qualify for the CSG. 
9 Study by Matome Kgowedi, cited in ‘Report on Impact of Credit and Indebtedness of Clients’, pg. 43. 
10 Micro Finance Regulatory Council (MFRC) (2001), Report on Impact of Credit and Indebtedness of Clients (Cape Town: 
ECI & DPRU), p. 41. 
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The available evidence suggests that, for all practical purposes, the 
overwhelming demand for RHLF-sponsored loans will occur in households with an 
income of more than R 20,000 per annum.  This group accounts for the bulk of 
households that depend on formal employment for their income.  The effective 
target market for RHLF-sponsored loans should therefore be revised to include 
only households that earn between R 20,000 and R 42,000 per annum.  This 
category would include approximately 300,000 rural households. 
2. PRIORITIES  
In addition to the amount of disposable income available to service a loan, a further factor 
which influences the size of the RHLF’s target market are the choices a household makes 
between the difference demands on its disposable income.  Because the target group is not a 
homogenous group, it is possible that, faced with a wide variety of needs, different 
households will prioritise different things, such as education or equipment for a small 
business, while others will prioritise upgrading their houses.  
 
The stated aim of the RHLF is to ‘improve the housing situation of targeted rural households 
by facilitating their access to housing loans’. The assumption is that there is an effective 
demand among rural households for home improvement loans. One of the criteria, then, for 
eligibility, is that the applicant intends using the loan for home improvement – either the 
construction of a house, upgrading or home improvements. 
 
The panel survey of residents in four informal settlements provided an excellent opportunity 
to monitor the changing needs and priorities of the communities over four years.  Initially 
respondents prioritised the installation of basic services – electricity, flush toilets and water – 
only 4% of respondents mentioned houses as the most urgent need facing the community. 
After the installation of services was almost completed, and four years after first asking the 
question, the responses reflect the changed needs and priorities – houses are now mentioned 
by a quarter of respondents, along with the need for educational and health facilities.  
 
This pattern is clear in a number of other case studies conducted over the last two years
11
 – 
initially households will prioritise basic needs, especially those that they cannot meet without 
external assistance, e.g. infrastructure delivery.  Poorer households are able to provide 
themselves with shelter, however rudimentary, and if forced to choose, are likely to prioritise 
other needs above the need for housing.   
 
However, even when households have satisfied their basic needs there is still a choice 
between some form of consumption (e.g. household appliances or recreation) or investment 
                                                 
11 Women and Housing, 2000; Survey of Cloverdene and Scenery Park, 2001 
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expenditure (e.g. upgrading the home or investing in a small business).  The existing data on 
household debt structure does not provide any conclusive evidence about the choices made by 
households at different income levels.  However, as already mentioned, households at lower 
income levels (between R 7,200 and R 20,000 per annum) who have incurred debt are more 
likely to have incurred this debt at retail or furniture stores.  The case studies conducted as 
part of the evaluation of the Gauteng Informal Settlement Upgrading programme corroborate 
these finding among lower-income households – almost all of the debt incurred was used to 
finance consumption or educational expenditure.  This is possibly an indication of choices 
made by poorer households, although it may be due to a lack of access to non-HP type 
finance.  The study by Mtome Kgowedi, among respondents with an average monthly salary 
of R 2,284 per month, found that only 6% of the loans granted by moneylenders were used for 
upgrading the household structure. 
 
Another factor that will play a role in determining whether households plan to borrow or 
spend money on housing or upgrading is the level of expectation that exists around 
government intervention. In the above-mentioned panel study, we asked respondents whether 
they intended building their own brick house without waiting for government housing 
delivery.  In the first year of the study, around a quarter of respondents said they would like to 
build for themselves but this proportion decreased as the essential services phase of the 
upgrading process got under way. Each year, as water, toilets, electricity and roads were 
delivered, the proportion wanting to build a house decreased along with heightened 
expectation of government intervention.
12
 The study showed that, while respondents were 
willing to get into debt, this was usually in terms of hire purchase items that would add to 
their quality of life in the interim period before houses were built. 
 
It is possible that the assumption that there is an effective demand among low-
income households for home improvement loans is an oversimplification of the 
situation in rural and informal areas. The desire to upgrade one’s dwelling, 
experienced by most low-income households, will not always translate into the 
intention to borrow money to do so. This is because the scale of poverty and 
need facing low-income households often leads to other issues needing to be 
met more urgently. It is incorrect to assume that households in poor housing 
situations will always prioritise upgrading their dwellings over meeting other 
needs such as education, income generation or the purchase of labour-saving 
appliances to improve their quality of life. 
 
The existing evidence indicates that debt related to housing expenditure only 
forms a substantial part of overall debt for households earning above R 20,000 
per annum, which reinforces the earlier conclusion about the effective market for 
housing-related loans. 
                                                 
12 Over the period of the study less than 5% of households had built their own brick house. 
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3. ATTITUDES TO FINANCE AND BORROWING MONEY 
Households may have a measure of disposable income available, and they may want to 
upgrade their homes, but the decision about whether or not to enter into debt may be 
influenced by their attitude to borrowing money and their perceptions of the various credit 
options available to them. 
 
The informal settlements panel survey was able to investigate a number of savings-related 
issues over the period of the study.  Approximately one-third of households borrowed money 
from some source each year, but these loans were almost all from family members or other 
households in the community.  Each year only about 5% of households took out a cash loan.  
In addition, each year between 26% and 30% of respondents bought items on hire purchase.  
Generally we found that respondents showed an aversion for formal sources of finance (other 
than HP) and tended to rely on friends and family. 
 
In a case study of two RDP developments
13
 respondents were asked who they would approach 
if they needed financial assistance to upgrade their homes.  Only 9% of respondents said that 
they would approach a micro-lender – the majority opting for either their employers, family 
members or one of the larger banks.  In one of these sites, Cloverdene, respondents (all of 
whom earned less than R 3,500 per month) who had contributed money towards the 
construction of their subsidy houses were asked how they had been able to access the money.  
The majority of respondents had received assistance from their employer and only 5% had 
received assistance from a micro-lender.   
 
When asked why they were reluctant to borrow money, the reasons given were often related 
to the fact that, due to poverty and unemployment, respondents do not consider borrowing 
money from any source, rather than being reasons particularly related to the lender in 
question.  However, some respondents also expressed strong opinions about micro-lenders, 
citing concerns about high interest rates and perceptions that micro-lenders ‘cheat people’ and 
are ‘dangerous’. 
 
More research on a national scale is necessary to explore the attitude of low-income 
household towards borrowing and hire purchase. Some possible explanations for the 
prevalence of hire purchase are that both households and sellers classify hire purchase as a 
low-risk debt.  On the household side a failure to service the debt will mean the loss of the 
item purchased while sellers are able to insure themselves against bad debt as well as 
retrieving the purchased item.  However, our case studies suggest that when low-income 
families need to borrow money they are more likely to turn to friends and family and are wary 
of formal sources such as banks or micro lenders. This appears to be the case because the 
vulnerability experienced by households facing poverty and the unstable sources of income 
                                                 
13 Survey of Cloverdene and Scenery Park, 2001 
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make it easier to owe debts to family members with whom they can negotiate if they are 
unable to make repayments. 
 
Micro lenders generally seem to have a very poor image, and RHLF service 
providers will need an effective marketing campaign to convince consumers that 
they are different to other lenders in the sector.  
4. HOUSEHOLD MIGRATION PATTERNS AND PLANS  
An important factor for RHLF is the pattern of migration, in particular whether migrants 
move directly from rural areas to the largest urban centres or whether migration occurs in 
stages with migrants first moving into smaller centres close to their rural base.  
 
The restructuring of the national economy with concomitant job loss in some public and 
private sectors, the contraction of mining activities (and therefore the loss of remittances), as 
well as a decrease in the use of farm labourers, all impact substantially on the livelihoods of 
rural populations. Unemployment in both urban and rural sectors, and a steady decrease in 
employment opportunities for unskilled labour, has reached levels where there may be little 
advantage for the rural unemployed in moving to the metropolitan areas to look for work.
14
  
 
Sufficient information on the pattern of migration from rural to urban areas was not available 
when this paper was drafted, and hence it is not possible to estimate the pattern or the scale of 
migratory movements.
15
  The case studies conducted for the Informal Settlements project 
provide an indication of migratory patterns to peri-urban areas in the Gauteng area.  Almost 
half of the residents of these settlements moved into Gauteng from the surrounding provinces 
and of these approximately 60% had moved less than 200km to their new settlement.  In 2001 
a quarter of residents said that they still maintained their home in the area from which they 
came, but very few of them intended to return to this home.  A study conducted among hostel 
dwellers in Gauteng found that approximately 90% of residents had a family home in some 
other (usually rural) area, but that most of them intended to stay in Gauteng while they had 
employment.
16
  In addition 60% of hostel residents indicated that they would want their 
families to come and live with them.  The major obstacles to achieving this aim were the costs 
associated with the move and the difficulties in finding suitable accommodation for the 
family. 
 
                                                 
14 Alan Mabin notes that migration is only an option for the more able of the resource-poor population. Indeed, at the bottom end of the 
socio-economic scale, traditional rural areas are increasingly characterised by high unemployment rates, a high proportion of women and 
female-headed households, low education levels and rising poverty due to falling levels of remittances (retrenchments are hitting the less 
skilled segments of the population worse). Many rural dwellers are thus trapped in a low-in, low-out migration pattern, and have little chance 
of improving their economic outlook. 
15 We hope to have access to the HSRC’s migration data in the near future.  In addition, the migratory data contained in the results of the 
2001 Census, and the comparison with the 1996 data, should provide a comprehensive picture of migration patterns in SA. 
16 Towards the formulation of policy for Hostel Redevelopment, pg. 27 
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5. HIV/ AIDS: POTENTIAL IMPACT 
The assessment of the effect of HIV/AIDS on the size of the RHLF-funded retail lenders’ 
target market is a complex and controversial issue.  We can identify two areas in which 
HIV/AIDS will have a definite but not as yet quantifiable effect on the target market: 
i) The ability of households to obtain and repay loans, and 
ii) Household sizes and the demand for additions or extensions to existing houses. 
 
The effect on the ability of households to obtain and repay loans is based on the estimated 
economic impact of HIV/AIDS.  The most recent estimates are that GDP growth will be 
reduced by 0.3-0.4% per annum over the coming 15 years.
17
 This decline will, over the 15-
year period, result in a GDP 17% lower than expected, translating into a loss of $22 billion.
18
  
 
The following factors have been identified as likely to restrict growth: 
 A smaller labour force and lower productivity; 
 Higher costs to companies including remuneration and replacement; 
 Lower income for workers and therefore lower disposable income and expenditure; 
 Decreased public, corporate and personal savings (it is estimated that domestic savings 
will be two percentage points lower than under a no-AIDS scenario) along with 
reduced investment will push up interest rates and further reduce GDP growth. 
 
The net result of the restricted growth is that income will be approximately 6% lower in 2010 
as a result of AIDS.
19
 Spending on luxury and non-essential household items, residential 
property and the demand for services targeted at middle level income and upwardly mobile 
groups may therefore decline and it is likely that households affected by AIDS may not only 
have less spending power but are also likely to default on repayments of loans and credit 
accounts. Savings may also decline as people use these for HIV/AIDS related expenses. It is 
estimated that households will have 13% less income per person where there are AIDS 
patients and orphans.
20
  In addition, households that take in AIDS orphans could experience a 
reduction in the level of disposable income, reducing their ability to obtain or service loans. 
 
                                                 
17 ABT Associates (2000) and ING Barings (2000). These predictions are considered a ‘non-alarmist’ scenario. 
18 UNAIDS (2000). 
19 Ibid. 
20 UNAIDS (2000). 
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The impact of increased household size is more difficult to assess.  It may be that, as the 
average household size increases, increased pressure will be brought to bear on the available 
living space.  The option of increasing the household living space, e.g. by adding on 
additional rooms, may become a more pressing need, thus increasing the need for funding to 
finance such expansion. 
 
The currently available data on HIV/AIDS does not allow us to draw any 
conclusions about the possible effects on the Fund’s target market.  Further 
research in this area is required. 
6. URBANISATION PATTERNS 
The rate at which people move into urban areas is determined by a number of factors such as 
employment opportunities in both urban and rural areas, the levels of infrastructure available 
to rural residents and other factors such as the levels of violence in rural areas. As mentioned 
above, definitive statistics on South Africa’s urbanisation rate are not currently available but 
information is available on some of the factors that would affect this trend. The most 
significant ‘pull’ factor into urban areas is the perception of increased employment 
opportunities, while ‘push’ factors include lack of infrastructure, services and job 
opportunities in rural areas. The Infrastructure Survey conducted for Nedlac by CASE/Fafo 
has shown that while the new government has made significant advances in providing 
infrastructure in the urban metropolitan and informal areas, there has only been a limited 
impact in rural areas. The perception among most rural respondents in the CASE/FAFO 
survey was that there had been very little development in terms of housing, educational and 
health facilities or infrastructure in rural areas.  
 
The current rural population is estimated at 19 million people (or 46% of South Africa’s total 
population).
21
 The direction and underlying reasons for migration flows appear to be 
changing, and contradict to a certain extent earlier perceived urbanization trends. Distinct 
regional trends are also emerging. In any event, movement patterns are neither static nor 
continuous, but are continually shifting.  
 
Consensus amongst urbanists is that South African cities are growing at 3-5% per annum, 
with some demographers predicting that three quarters of the population will be urbanised by 
the year 2020. Long-term trends suggest limited scope for employment generation in South 
Africa’s rural areas. Development in deep rural areas is further constrained by the scarcity of 
water and land suitable for cultivation.  
 
According to a noted South African urbanist, Alan Mabin, while there is still a degree of 
rural-urban migration to some metropolitan areas, most migration now seems to be ‘rural-to-
                                                 
21 Statistics South Africa, The People of South Africa: Population Census, 1996, 1999. 
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rural’ with the rural population densifying small towns and secondary cities where basic 
needs can be met. It seems that infrastructure delivery may be the most important factor 
influencing migration decisions. Evicted farm workers
22
 and those unable to continue their 
subsistence living on degraded land (particularly in ex-homeland areas) tend to move to the 
nearest small town, rather than to more distant cities. This is accompanied by a decline in 
linkages to subsistence agricultural production.
23
  
 
While cities are estimated to be growing at 3-5% per annum, the ‘pull’ factors into 
metropolitan and large towns may be weakening with increased crime and a lack of 
employment being cited as reasons why many rural and small town inhabitants would prefer 
not to migrate to the big cities.  
 
A significant proportion of RHLF’s future target market will consist of households 
who have moved from rural areas to peri-urban settlements or small towns.  By 
extending its focus to include small towns the RHLF will meet the needs of a 
large segment of the ‘rural’ population.  
7. EXPECTATIONS OF GOVERNMENT AROUND HOUSING DELIVERY 
The C A S E/FAFO Infrastructure survey reported there is a lack of knowledge about the 
housing subsidy in rural areas. The survey also showed that those with lower levels of 
household income were less likely to know about the subsidy scheme, and that these 
households were less likely to be successful in their applications.
24
 It is significant that the 
most urgent demand of many rural households is not for a new residential structure, but for 
improvements to their existing accommodation and additional infrastructure. 
 
The government’s recent announcement that it would like to see a shift in the housing budget 
to favour poor rural provinces shows a shift to development in South Africa’s 400 small rural 
towns. The potential beneficiaries of this shift are regions such as the Eastern Cape and 
Northern Cape, which have a high concentration of secondary urban centres.  
 
                                                 
22 The period leading up to the implementation of the Land Tenure Reform programme has seen unprecedented eviction of farm workers and 
labour tenants in a misguided attempt by landowners to protect their property. This has resulted in migration to informal settlements around 
nearby small towns. 
23 HSRC, Population and migration trends, December 1999; CSIR, The State of Human Settlements in South Africa, draft report, September 
1999.  
24 The authors of the survey however advise caution in drawing conclusions from this data as the sample size was small. 
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An additional reason for the increase in demand for housing in small towns is the increasing 
amount of housing subsidy seekers born in rural villages who access employment in the major 
cities and metropolitan areas. The Department of Housing‘s reluctance to provide subsidies 
on tribal land has forced these households to access their housing subsidies in the nearest 
small town. This offers proximity to a rural base, whilst benefiting from the services and 
amenities available in the small towns.  
 
The RHLF should continue to broaden its focus to include large peri-urban 
settlements. 
8. EMPLOYMENT PATTERNS 
Nedlac, in its labour market chamber briefing has noted that employment trends underway 
since the 1970’s have resulted in large scale job losses in the primary sectors of agriculture 
and mining.
25
 The average number of miners employed decreased by 49 529 from 519 901 in 
1997 to 470 372 in 1998. There is an alarming rate of job losses on farms leading to the 
eviction of farmworkers. This decline can be attributed to factors such as mechanization, fear 
and stress on farms due to the Extension of Security of Tenure Act. There has also been an 
increase in the demand for more skilled workers in the manufacturing, banking and service 
sectors, but a decrease in demand for lower skilled workers.
 26
  
 
A recent UNISA Bureau for Market Research report confirms the trend towards more skilled 
labour rather than unskilled labour, which is likely to exacerbate income disparities.
27
 The 
increase in informal sector employment is largely due to the inability of the formal economy 
to absorb the increasing numbers of young people entering the job market.  Between 1995 and 
1999 the absolute numbers of the unemployed have increased by approximately 2 million.
28
  
For many of those unable to find employment in the formal sector, informal sector activity is 
the only way in which they can survive.  The decrease in formal employment and increase in 
informal sector activity is likely to have significant effects on the Fund’s target market.  In 
particular: 
 Income levels in the informal sector are usually significantly lower than in the formal 
sector and households that depend on informal income are less likely to be able to 
afford to borrow money. 
 Loans that can be repaid via payroll deduction may be on the decrease; 
 Applications for credit for economic development as opposed to housing may 
increase, and RHLF may need to consider allowing a level of leakage to support this; 
                                                 
25 Nedlac labour market chamber report, 2000 
26 Klasen and Woolward, Report to Department of Finance, Feb 2000 
27 UNISA BMR, July 2000 
28 Haroon Bhorat, ‘Labour Market Challenges in the Post-Apartheid South Africa: A Country Profile’ Development Policy Research Unit, 
UCT. 
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The RHLF may need to give more priority to finding lending products that are 
accessible to households who are dependent on informal or irregular wages.  
This market is currently not serviced by any other loan agency and presents a 
substantial and increasing opportunity for the RHLF to extend its business. 
CONCLUSIONS 
The empirical evidence has shown that the priorities of low-income households do not 
necessarily match those of policy-makers, re-affirming international experience. This 
situation may require the RHLF to live with a level of leakage in order to protect its 
substantial investments and broaden its mission to support the housing and economic 
development of the end-users.  In addition, current research strongly suggests that households 
at the lower end of RHLF’s target market are using loans to smooth consumption patterns and 
not for investment or upgrading.  The bulk of the current demand for housing-related finance 
occurs among households earning more than R 20,000 per annum and who derive the bulk of 
their income from formal employment.  We suggest that, for all practical purposes, the 
households with an income of between R 20,000 and R 42,000 per annum constitute the 
primary target market of the RHLF.  We estimate that there are approximately 300,000 rural 
households that fit this description. 
 
By retaining its current working definitions of rural households the RHLF will continue to 
serve an important community.  The RHLF is playing a catalytic role in developing the rural 
finance sector, and whilst housing will always be the single most common loan product 
offered by the clients, many may want to, or have to, make other loans that also have a 
developmental purpose (e.g., education, micro-business, agriculture). This may also be the 
basis on which to raise alternative funding. 
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APPENDIX: SOURCES 
Re-assessing RHLF’s target market: Strategic implications (2000) 
This report was conducted under the RHLF consulting contract with SUM consult. The main 
researchers were Sue Bannister at IOD and Barbara Lipietz of SUM Consult. The research 
was guided by James Hokans, Chief Technical Advisor. 
StatsSA: Census 1995-1999, October Household Surveys 
Data from StatsSA were generally deemed to be most reliable, and were used in preference to 
other figures. The Stats SA figures, however were also cross-checked with figures from other 
sources. A major problem with the information researched is in the definition of ‘rural’. 
StatsSA breaks South Africa down into two categories – urban, which includes all 
settlements on proclaimed land where there is an urban local authority as a legal entity – and 
non-urban or all non-proclaimed land i.e. tribal land, farming land and small settlements. 
The RHLF includes small urban settlements in its definition of ‘grey areas’ whereas these are 
included in the definition of ‘urban’ by StatsSA. The StatsSA ‘non-urban’ figures would 
therefore tend to under-represent the RHLF target market and would present a target market 
with lower levels of income, as residents of small towns tend to have larger household 
incomes than those living in non-urban areas. 
StatsSA: The Poverty Report (2000) 
This report was studied and some trends were analysed from this report, but the data 
presented in this report uses monthly household expenditure rather than total household 
income. A direct correlation between income and expenditure cannot be assumed as the levels 
of monthly savings and amounts loaned from financial institutions is not quantified in this 
report. For this reason the total number of households per living situation and monthly 
expenditure was not used from this report. 
Nedlac Infrastructure Survey (2000) 
(Undertaken by the Institute for Applied Social Science (Fafo) and the Community Agency 
for Social Enquiry (C A S E). The purpose of this research was to review infrastructure 
delivery in South Africa in order to assess who is benefiting from delivery, peoples 
experience of delivery and to identify the major barriers to improving delivery. The 
usefulness of this document to the RHLF is that it provides an insight into how the RDP and 
development programmes undertaken in the past 5 years have affected the lives of rural 
residents. This in turn allows us to have a greater understanding of the conditions in which 
rural people live as well as the factors that may cause them to migrate, or allow them to 
access employment or other income producing opportunities.  
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WEFA Southern Africa: Poverty 96 (1998) 
This is a database of income poverty in South Africa , offering various indicators of poverty 
for South Africa using the 1996 population census. The research allows an understanding of 
the levels of poverty and the number of households earning less than the minimum living 
level. 
HSRC 2000 Annual Survey (2000) 
The annual HSRC survey was a nationally representative survey of 2700 respondents dealing 
with a wide range of issues, including income, expenditure and employment patterns. 
Report on impact of credit and indebtedness of clients (2001) 
This report was commissioned by the Micro Finance Regulatory Council, and was conducted 
by the Ebony Consulting International and the Development Policy Research Unit at UCT. It 
examined the micro finance sector, especially what people do with the money they borrow, 
the levels of indebtedness, vulnerable groups in terms of over-indebtedness, and the impact of 
access to loans on the poor. 
C A S E RESEARCH 
Upgrading Gauteng’s Informal Settlements (1998-2001) 
This four year time series study was commissioned by the Gauteng Department of Housing 
and evaluated the Department’s upgrading programme and Mayibuye Programme in four 
informal settlements. In 1997/98 we conducted a baseline survey of 800 respondents. 
Thereafter we conducted a panel survey of 200 of these respondents, tracking their responses 
and reactions to development in 1998, 1999, 2000 and 2001. 
Phasing in the Child Support Grant: a social impact study (2000) 
The National Department of Welfare commissioned this impact evaluation in 1999. The study 
consisted of a national survey of 1000 CSG recipients, i.e. people who earned less than R 800 
(urban areas) and R 1,100 (rural areas). 
Cloverdene and Scenery Park: A survey of residents 
A survey of 350 residents in two housing developments was conducted for the New Housing 
Company in 2001. The study explored issues around accessing finance for housing by low-
income households, attitudes towards borrowing money, needs and priorities, and opinions of 
the housing delivery process. 
Women and Housing (2000) 
A survey of 200 women in four housing development sites was conducted for the Gauteng 
Department of Housing, exploring gender concerns and women’s needs and priorities around 
housing design and delivery. 
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Towards the formulation of policy for Hostel Redevelopment (2000) 
The Gauteng Department of Housing commissioned research into hostel redevelopment as 
part of their policy formulation process. The study consisted of a survey of 800 hostel 
residents in 12 Gauteng hostels. 
 
HIV/AIDS in South Africa: Prevalence and economic impact (2001) 
Trade and Investment South Africa commissioned a short desk-top study on the economic 
impact of HIV/AIDS in South Africa. 
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